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CALIFORNIA HEALTH CARE PROPOSALS AND UPDATE ON PROPOSED
FEDERAL MEDICAID RULE (ITEM NO. 24, AGENDA OF JANUARY 23, 2007)

This is in response to the first part of the January 9, 2007 Board of Supervisors order
directng the Chief Administrtie Ofce (CAD) and the Departent of Healt Services
(DHS) to analyze the fiscal and programmatic impact of Governor Schwarzenegger's
Health Care Proposal and those proposed by, Senate President pro T em Perata and
Assembly Speaker Nuñez and provide a report with specific recommendations. Also, a
brief update of the proposed Medicaid rule, released on January 18, 2007, is provided.

HEALTH CARE REFORM PROPOSALS

Since the Governor's introduction of his Health Care Proposal of January 8, 2007,
contained in Attachment A, there have been a flurry of meetings, discussions, and
analyses by a broad array of potentially impacted stakeholders throughout California, all
seeking to understand and assess the pr:posal's impact. These exchanges have
produced a variety of documents, including several side-by-side comparisons of the
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Governor's proposal with those introduced previously by Senate President pro Tem
Perata and Assembly Speaker Nuñez. We have reviewed each of these comparisons
and the three proposals to produce a synthesized comparison, primarily based on the
California Hospital Association (CHA) document, which is included as Attachment B.

Governor's Health Care Reform Proposal

In all of the meetings and discussions in which we have been involved since

January 8, 2007, the Governor's proposal has been the primary or exclusive focus.
Briefly, the proposal would require:

. All California residents to have a minimum level of health care coverage ($5,000

deductible, maximum out-of-pocket $7,500 per person, $10,000 per family).
Subsidies would be provided to residents unable to secure the minimum
coverage level from their employers or their own resources. It is expected that
this wil extend coverage to the 4.8 millon medically uninsured in the State.

· Increased reimbursement for hospitals and doctors by $10 billon to $15 billion
($4 billon from Medicaid) per year (from 45 cents on the dollar to 80 percent of
what Medicare pays) and relieve them from the costs of caring for the uninsured.

. Counties to be responsible for covering 750,000 undocumented aliens.

· Extension of Medi-Cal eligibilty to poor adults and Healthy Familes/Medi-Cal to
all children in familes earning less than $60,000.

· A four percent of payroll contribution by employers of 10 persons or more which
do not provide health coverage. Employers of less than 10 persons, which

amount to 80 percent of all California employers, would be exempt.

· Eighty-five percent of all premiums received by health plans and insurers to be
spent on patient care.

· Guaranteed coverage access, and provision of Healthy Action benefits by health
plans, and insurers. Healthy Action would be an incentive program to reward
Californians.Jor participation in evidence-based practices and behaviors that
have been shown to both reduce the burden of disease and are cost effective.

· A new Statewide pool managed. by the State Managed Risk Medical Insurance
Board from which the medically uninsured will have expanded access to
purchase coverage.
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. Four percent and two percent fees on all hospital and doctor gross revenues,

respectively.

. A national model for the prevention and treatment of diabetes.

. Electronic prescribing of all pharmaceuticals by 2010.

. New health and safety reporting requirements in California health facilties to
reduce hospital acquired infections and medical errors by 10 percent over
four years.

. Anti-obesity and tobacco campaigns.

. Redirection of health care safety net, realignment and other funding sources.

· Alignment of state tax laws with federal tax laws to allow pre-tax employee
contributions to medical savings accounts.

· Employers to establish Section 125 plans to allow employees to make pre-tax
contributions to health insurance.

. Adoption of a "worst first" approach to addressing hospital seismic safety

requirements.

. Advanced adoption of health information technology.

· Linkage of future Medi-Cal provider and plan rate increases to specific
performance measures.

. A new or revised Federal Medicaid 1115 waiver.

The total cost of the Governor's proposal is estimated to be $12.1 billion, funded in part
by $2 billion from counties and $5.5 billion from the Federal government, as indicated in
Attachment B. However, it appears that $1 billon from counties and $1 bilion from the
Federal government are existing expenses under the current Disproportionate Share
Hospitals (DSH) Program. The remaining $1 billon from counties is indicated to be
sourced from "Relief of County Obligations" which is, as yet, ambiguous. According to
the California State Association of Counties (CSAC), the Administration advises that the
Governor's proposal does not change the counties' Welfare and Institutions Code
Section 17000 obligations, which require counties to provide health care services for
indigent persons who are legal residents. The proposal diverts the entire Safety Net
Care Pool of $766 million per year, under the current State 1115 Waiver, to subsidize
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coverage for persons at 100 to 250 percent of the Federal poverty level ($542 million)
and Medi-Cal rate increases ($224 millon). For the current fiscal year, DHS alone
anticipates receiving $208 millon from the Safety Net Care Pool. We have also just
submitted a "Coverage Initiative" proposal to the State which, if granted, would provide
another $54 million to the County for health care from the Safety Net Care Pool.

As indicated in the abbreviated and partial listing of components above of the
Governor's proposal, it is most extensive and far-reaching.

According to the CHA:

. The legislative process at times wil be slow and laborious, and significant
changes are expected as the Governor and Legislature debate these important
policy questions with various stakeholders.

. While Governor Schwarzenegger and his Administration have provided the main
elements of his health care proposal, it is not yet part of a piece of legislation.
Thus, there are limited details on many elements of the proposal. It is possible
that the Governor may not sponsor a specific bill containing his proposals, but
instead work with the Legislature to insert elements of this proposal in other bils.

· Similarly, the proposals by Senate President pro Tem Perata and Speaker Nuñez
are still spot bills at this point.

· Senator Sheila Kuehl is expected to reintroduce a version of her single payor bill
that was vetoed by Governor Schwarzenegger last year. Republicans are also
expected to introduce bils promoting health savings accounts, various tax

incentives to provide health insurance, and mechanisms to reduce regulatory
burdens and mandates.

We do not know at this point the extent to which the Governor discussed his proposal
with the Federal government prior to its release. On its face, its seems to be at odds
with the current 1115 waiver which prohibits provider taxes (as the Administration does
not characterize the proposed fees on hospitals and doctors as taxes, but many feel
they wil be designated by Centers for Medicare and Medicaid Services (CMS) as such)
during its term, and the proposal to increase Federal funding by $4.5 billon per year
may be difficult given the size of the Federal budget deficit.
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Potential legal issues include:

. Wil the State need a constitutional amendment to divert Realignment revenues

collected from vehicle license fees?

. Wil a diversion of sales taxes from counties trigger Proposition 98 and redirect

40 percent of such diverted taxes to education?

. Does the Administration have authority under Proposition 1A to require counties

to provide health care for undocumented aliens without providing additional
funding to cover the cost of such care?

. Will the proposal to require employers to either provide coverage to workers or

pay four percent of their payrolls into a state insurance pool be invalidated by
Federal courts, as a similar proposal recently was in Maryland on the basis that it
violates a Federal law governing employers' group health plans? Also, if this four
percent levy is found to be a tax, it will require two-thirds vote of the Legislature.

Also, the Governor's proposal wil take $1 bilion in Health Realignment funding from

counties. According to CSAC, a portion of vehicle license fees and sales tax revenue
could be taken from the Realignment Health Account. For FY 2005-06 Statewide, the
Realignment sales tax yielded $383 milion for health services while vehicle license fees
contributed approximately $1.1 billon. The County received $118 million and
$364 million, respectively, from these accounts. Health Realignment revenues pay for
indigent care and public health services.

Since the Governor's plan proposes to cover all indigent persons who are residing in
California legally, the Administration believes counties would not need the full amount of
Health Realignment revenues. The plan calls for these funds to be deposited into a
health care fund at the State level, leaving $1 bilion for counties to serve
undocumented patients, those not yet enrolled in health plans, visitors, and persons
with visas.

While the removal of the $1 bilion from the Health Account may not directly impact the
Realignment Mental Health and Social Services Accounts, the entire Realignment
Program would likely need to be revisited, which would become a massive undertaking,
and could lead to opposition by numerous stakeholder groups.

Senate President pro Tem Perata's Proposal

Senate President pro Tem Don Perata held a press conference on December 12, 2006
to unveil elements of his health care coverage proposal (introduced on January 3, 2007
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as SB 48) which would provide insurance for 4.2 milion of the 6.6 million Californians
who are uninsured. The remaining 2.4 millon people will continue to receive care
through the county safety net. Senator Perata indicated that resolution of this issue is
likely the key item facing the Legislature in 2007, and that this wil be a starting point
that will permit all interested parties to craft a plan to reduce the number of uninsured
and the constant overcrowding facing hospital emergency rooms. Key elements of the
proposal are as follows:

. All working Californians and their children would be eligible.

. The Managed Risk Medical Insurance Board (MRMIB) would be the broker,
called the Connector, that would establish standards of coverage and use its
purchasing power to negotiate favorable rates.

. The proposal would be paid for by employer and employee contributions similar
to the California Unemployment and Disabilty Insurance programs and increased
Federal funding would be pursued through the Healthy Familes and Medi-Cal

programs. Employer contributions and employee fees would be collected by the
Employment Development Department and deposited into a new Health
Insurance Trust Fund which would be used to buy health coverage for all eligible
Californians.

. Employers would have the option to continue to provide health insurance or pay
into a purchasing pool which would offer a variety of health plans from which
employees could choose. Employees also would share the cost of health
insurance premiums.

. The proposal would use new Federal funds, which ultimately may not become

available, to subsidize the cost for low-income familes, and to expand the current
Healthy Families and Medi-Cal Programs to cover all eligible familes and
children up to 300 percent of the Federal poverty leveL. The State match for
these Federal funds would come from the employer and employee contributions,
and not from the State's General Fund.

Assembly Speaker Nunez's Proposal

On December 21, 2006, Assembly Speaker Fabian Nuñez outlined his proposal to
insure all children in the State and working Californians, and to ask employers to pay a
fair share of coverage (introduced on December 4, 2006 as AB 8). A summary of the
key features of the proposal follows:
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. The Speaker's Fair Share Health Care proposal would provide coverage to all

California children in households with incomes up to 300 percent of the Federal .
poverty leveL. In firms of two or more employees, both part-time and seasonal
workers and their dependants would be covered. The self-employed would have
enhanced access to coverage either through a State-level purchasing
cooperative or a reformed private insurance market. The proposal would provide
for primary coverage of Medi-Cal/Healthy Families program eligible employees
and their dependants through an employer plan, if available, and would provide
supplemental coverage to ensure Medi-Cal/Healthy Familes benefit levels.

. The proposal would require employers to contribute to the cost of health care for
workers and dependants in a "payor play" modeL. Employers can pay for health
care coverage, or pay a fee, based on a fair share percentage of payroll. For
those opting to pay a fee, coverage would be available through a State
cooperative purchasing program.

. All employees who are offered coverage at work would be required to accept

coverage for themselves and their dependants. Employees whose employers
choose to pay rather than offer coverage would pay a defined percentage of their
income for coverage through the State cooperative purchasing program.

. The proposal would establish the California Cooperative Health Insurance
Purchasing Program (Cal-CHIPP), administered by the Managed Risk Medical
Insurance Board, to negotiate and purchase health insurance for employees

whose employer chooses the pay option. Cal-CHIPP wil offer at least three
uniform benefit designs that wil also be offered by all insurers in the private
market. In addition, California wil maximize federal funds by expanding

coverage for low-income familes through the Medi-Cal/Healthy Families
programs.

The Speaker indicated that his health insurance plan wil also include insurance reform,
such as streamlining the medical underwriting process, and a variety of cost
containment proposals including reducing uncompensated care, provision of preventive
service and a disease management program.

Conclusion and Recommendations

Given that the health care reform proposals are Statewide, we have been, and wil
continue to, work with the California Association of Public Hospitals (CAPH), the DSH
Task Force and CHA in assessing the impact of the proposals on the health care safety
net Statewide and in our County and in proactively influencing the outcome to
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advantage the health care safety net in our County. There is not enough specificity or
data yet from the State to determine to what extent the proposed coverage of the

medically uninsured and increased Medi-Cal and other insurance rates wil offset the
proposed redirection of "health care safety net, realignment" and Safety Net Care Pool
funding.

Also, it is not known to what extent newly insured patients will continue to frequent
County operated health facilities. CHA has retained a consultant to determine the
impact of the Governor's proposal on each of its members (including this County). We
will be evaluating the methodology used and its results as soon as the consultant's
findings are made available to us. Similarly, we are actively working with CAPH on a
model to determine the impact of the Governots proposal and have begun a dialogue
with State staff. A summary of this effort and many open questions are included in
Attachment C. We will apprise you of results as they become available.

The County should continue to support the goal of extended health care coverage
pursued by the proposals referenced above while, at the same time, using this
opportunity to help stabilze the funding and critically needed services provided by the
health care safety net in this State and County.

Further, the Board should direct the CAD and DHS, in conjunction with the State and
health care associations cited above, to continue to pursue the development of financial
models capable of accurately assessing the impact of various health care reform
proposals and their revisions in the coming months. Based on the data produced by the
models, the Board should direct the CAD and. DHS to advise on appropriate actions to
support or oppose various aspects of the proposals.

UPDATE OF THE PROPOSED FEDERAL MEDICAID RULE

On January 18, 2007, the eMS released a proposed rule that would, among other
things, limit Medicaid reimbursement, excluding DSH, to the cost of treating Medicaid
(Medi-Cal in California) patients. The rule has a 60 day comment period and is
scheduled to be effective September 1, 2007.

We have reviewed the rule with legal counsel and program staff from both the National
and California Associations of Public Hospitals, as well as our own contract legal
counseL. Based on our review, we continue to believe the rule wil likely jeopardize at
least $200 milion of annual Medi-Cal revenues we currently receive. An aggressive
campaign against the rule has been, and continues to be, waged by both Associations,
the American and California Hospital Associations, the National Governors Association
and the majority of Congressional members. A DSH Task Force update of California's
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Congressional delegation is being pursued for tne end of this month, with the shared
objective with other rule opponents of attempting to attach legislation addressing the
rule to President "must-sign" legislation soon forthcoming, such as the continuing
resolution scheduled for mid-February.

We also believe the rule could create serious problems for the health care reform
proposals discussed above. .

The Department of Health Services will prepare and submit comments to CMS in
response to the proposed Medicaid rule, and the CAD and the Department wil
recommend future actions for the Board to take on behalf of the County in attempt to
stop the rule or minimize its adverse impact.

Please let us know if you have any questions or desire further information.

DEJ:BAC:GWW

Attachments

c: Executive Officer, Board of Supervisors

County Counsel
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ATTACHMENT A
.'

GOVERNOR'S HEALTH CARE PROPOSAL

The Govemor's vision for health ,clonn i.altaccessible,effcient, aiÙlaffordablë liealtJ care
system that promotes a healier CaliforiÎ4 through prevention. and weJess aid universality

olcoverage. For tlte Governor's vision tobel"eaIized, health cate reform must reflct a

"systems" approaclt that iiicorporatesthreeessential builing hlocks in.an integrated manner.
TJse building blocks are:

PreventioI4 health promotion, and wellness

Coverge forallCalforians
Afordabiltyandcost containment

A. PREVENTION.HEALTHPROMOTrON.ANDWELLNESS

Prei1entablë disease and disabilty have .aprofotmd împacton the henthofCallfömia
residents aiidcommunities as well as on thec(mtinu~dgrowthui healtltcatecosts. Au
increaed emphasis on disease prevêntloh, Maltk promotion and healthy lifestyles wil
improve health outcomesaiid iielpconta.in health care costs. Toproniote ahea/tMei'

Ctdforniaaiid achieve long tet'm costcontaiUlnent, the Governor's action steps include:

Strueiuringnenefits and plovùling incentivesrewards topromotepreventioii, welluess, and
healthy lifestyles throughthei'tiplemetttation of "Healthy Actions Incentves/Rewards"
programs in bothtliepubücandprivatesectors: Implement "HealthyActioii

IncentivesIewards" programs in bothtliepublic and prlvåte sectors to encoiiragethe adoption
of healthy behaviors. Californians who take personal responsibilityto increase healthy practices
and behaviors, thereby reducing tlieirriskofchronic medical conditions andthe incidence of
infectious diseases, willbene£tftomparcipationit tliisgroundbreaking program. The Healthy
Action Rewards/Incentives program wil reward Californans for parcipation.in evidence-based
practices and behaviors tliathave been. shown to both reduce the burden of disease and are cost.
effective. Individuals În public progrs,.such as Medi,.CalandHeathy Famiies, wileam
rewards thatmayinclude gym memberships or weight managenientprograi. Participants
enroIled in comiercialpHms, including CalERS) win ear rewards and Iiiceiitives; including
premium reductions, for engaging in healthy actiVities, The Govemor's plan includes the
creation of anew innce subsidypöol admnistere 

by the Managed Rik Medca Insurance
Boar thugh which low~incomeadultswm be provided 

with subsidized covera~e. The pool's
coveragewila1sofrcludeaHealthy Action Iiiceii.tIveIe""ards progt: All health plans 

and
Insurerswil be required to offerahealth benefitpackage(s)thatincludesincentives/rewards
progrms, inClUding premium reduction, Í1i theeveiit that areiployer wishes to 

make them
available to their einployees. All of the Healthy Actíonsprograms.are lined to the completion
of a Health Risk Assessment aodfol1öw-up doctor visit.

~ Establisliing n natonal model/or Ute prevention andtreatmentofdiattes:Over 2 uiil1bu
Californians cun.ently have diabetes, and the number of Califonians will diabetes is expected to



double by 2025 . Over one quarer of people with diabetes do not know they have the diSease. To
better prevent, taget. and nianàge thìshigli..cost cbrönìccondítioii Medi~Cal. and the Californa
Diabetes Program. in collaboraion with communty organzations, will jointly develop a
comprehensive statewide intiati veto institute provenintetventiolls for pre-diabetes andd,abetes
screerìllg. priroa!prevention,and self-mangtment to redllcethe number of people wi th
diabetes or improve the health of those with the disease while reducing costlycaewÌthìn
Calforna's health cae system.

Preventing medical errors and healtlt câfeacquired infectns: Medical errors and health care
acquied inections unecessarly compromise the health statu of patients. lower heath care
quality and significantly contrbute to health care costs. Patenth.due tos~chlapses causes
an estated23,OOO hospital deaths and untold numberofinjunes(lchyear inCalfom.a and
cost over $4 bìlion anually. To combat ths problem andsigificantlyimprove patient safety
thoughout Californa, the Governor wil: (1) Requie electronic precrbing by all providers and
facilties by 2010 to substtially reduce adverse drg events; (2) Reqüie new healthcarsaÎety ,
meaures and reprtg requirements in. Californa's healthfaêíltíes to .reducemedícal. errs and
hospital acquiret îitionsby 10% over 4 year;. (3) Call.upon the leadershipofCalifonia's

health faciltiesto implement evidence-based'measesto preent hanto patients and provide
state techncal assistace; and (4)Create auníversíty-basedacaemc"re.;engieering"
curiculum designed to improve patient safety and streaIIilinecostswithii the heath care
de!iveiysystem.

R2versing obesit trends througli nation-leading in1fovativeandconiprehellÍve strategis:
Obesity thatens to surass tobacco as the leadg causeofprevëntable d(lth among.
Califotnan and cost the state $28.5 billon in heath car costs. lostproductiyity; and workers'
compenstion. Californa can lead the nation in taklng obesity witbthesame succes
demonstrated Inthesttel santi-tobacco canpaign.BastX on theGoVeror~ s TO-Step Vision for
a Heathy Calorna; the Goveror's proposal includes a sustained meda caaign to encourge
healthy choices; communitY-basedactivitìes to increase access to healthy food in stores and
physical activity in schoolS and neighborhoods; employee wellness programs; andschool~based
strategies that engage the broaderconnunity in obesity prevention activities;

Contiiuing tlte bate against tobacco use: Smokig ìs the leading preventable cause ofdeath
in California. Califomiahas led the nation in effective smokíngcontrol activities,acevigthe
second lowest Tate of smokin among adults in the nation. Sti, an estimated 3.8 millon adults
and 200,000 youth smoke. Californa ca maitai its leadethiproleintobaco c:ontroland

fuer reduce smoking rates byincreasiiig access to cessation servces. offered through the
highly effective CalifornaSmokers' Helplie and i:g ütilition of cessation benfits;

Bo. COVER ALLCALIFRNS

According to tIie UCLA California Health lnterview Survey,6.5niilion Caliloniiäiis were
uninsured at some pomt during las year, representig 20% of chudren flndnon-lderly

adults. 75% of theulii1isuredwere ili working famils, with the majori 1ug no healtli
coverage through thei f!niployers.

Addressing the "ltiddelt tti" belteft everone: A receiit report by the New Amerca
F~uridation estimated that a "hidden tax"on Californìaheathpremums ha drven pricesl 0%
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higher to . help cover the costs p! carng for the state's large nunberoruned. The stdy
indicate that tils anua "hidden tax'! is $1.186perCalifonia faïly and $455 for indi vidüal
heaÍth ine policies. Th ta is eYenbigherwhenunderaymentsfrom goverent
purchasers such as Med-Ca are added in.

Source: Dobson, Alln et ciI. (2006). The Cost.Shif Paymen 'Hydraulic': FoundåJioli, Hi.lory, Al'dlmplications. HealthAffairs.2S, no. 1: 22-33. Hlddeii Tax .

17 %ClfPrIiÒ1

MJ.Bj
ttllUri

IniVi
im~

omm~.
AClii Oi~t oEMc:jg~

17 % IiO'temll

Figure 1: The efft of the "hdden tax" on insured individuas and employers offerg coverge.

Ensuring avaìlüîtof emergency roomsalid truma. centers is esseliti: Accrdigtothe
Offce of Statewde Heålth PlaniIig and Develbpment,65 emergency rooms. (ERs) inCalifomi

have closed in the last decade.. In Los Anles County, one fih ofERs have closed since 1995,
leavig only 75 ERs open to thecountys 10 million residents. A new study by the federal
Center for Disease COhtrol and Prevention indicate that beteen 40% and 50% of emergency
deparents experienced overcrowdig durig 2003 ard2004. A major sourceoftls
overrowding, especially in metropolitánareas, is th unurd and perons who have problems
accessin'physicianthughgovenuent programs such as Medi-Cal, which also contrbutes to
emergenc.y deparent and trauma center closuresacssCalifomia. As a rest, the well-being
and life of many Californan istJeanedby longer drves to fewerERfäcilties, longer waitig
ties, and compromised hospita capacity to cope with a major emergeny, such as a disease.
outbreak or earquae. .

Availabüity of iusuralfceaffect$ not only the physical butthe financial health oftJ

c()mmunlt: A 2002 synthesis of2S years of research on the unsud conducted bytlie:Kaiser
Commssion 011 Medcaid and the UnÍiured found tht the unured receVe less preventive
care, are diagnosed at more advanced stages of ilness, have reduce anual eags frömwork,
and achieve reduced educationalattairunent A Nä.tîóiialIItute of Medicine study indicated
that the lack of insance has. reulted in a lost naonal economic productivityof$6S bil1ohto
$130 bilion anually. .
AFebruar 2005 arcle in Heath Afai indicatt.dthatahou.t half 

of the approximately 1.5
millon American famlies tht filed.fotbä.pt(:y in 2001 cited medcalbilsas the cause,
which indicates thatl.~22 nrIlon Amerlcans(fitrs plus. dependents). experienced banptcy
due to lack of funds for medical expenses. The lack ofinanceard underurance (less
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comprehenive medical policies) were major CQntrbutors to the banptcies for the two years
prior to 2005 as wen. Nwnerous ötlerarcleshave chrniëled the someties catatrophic

financial diculties tbatindividual familes have encoi.teredwbcn facing uncovered health
car costs.

To achieve coverageforall ofCaliforiia's uninsured, the G(iVèrnOr's aëti,i steps înclude:

Requiriiig all individualsto have a minimum level of coverage riidividual mandate):
Requiring people to carr coverage is the most effectivestategytörfixiIlg the broken health
care syste. The core problem for CalIornais tlatthose witlUnsuce pay the cost of health
care delivered to 65 millon unsured. Everyone must parcipate equally. AD employer
mandate wil not achieve universal coverage because it fals to. addrthe need of par-tie,
seasona. and unemployeduninsuredCalifoniän.

Providing løw-income individiaIs affordable coverage: Low-income Californan will be
provided expanded access to public progr, such asMecl..Caland HeathyFamIies, and
lower~incomewoi:kingresidents will.be provided financial assistance 

to help with the cost óf
coverge though a new state-adminstered purchasing pol.

Requiring iltsut'eIsto. ¡ssu~ heath insultmce: fnur wil be requìred to guarantee coverage,
with lits on how much they can charge based on age or health status, so thaalliiidividual
have access to affordable products.

IncreasingMedi-C'arates signifçantly: To reduce the ."lidden tax" associated with. low Medi-
Calreimbursenentand töencourage greater providerparëipationin the Medi-Cal program
Med-Cal rates for providers, hospitals, and health plan will he increased.. .
Facilitatng and enforciig the individual mandate: Systems wil be estalished to faciltate
enrllment of unnsed persons who use the healtllcare system. Providers wil.playan
important role in supportng enollment by intitutig. such stategies as on-site enOllment at
provider locatons, as well as by unerscoringth~ expectation that everyonepresentá coverige
card at the point ofservice. In additiol1,the salar tax WitholdìgandpaymentprocsWiththe
Employnent Development Deparent and the state income tadfiling proces willbe utilized to
promote compliance with the individual :mandate.

Cøverate Prof)()sa/Overview

6.5 millioii Californians are uninsured for altl1r part ofn year; 4;8 million Californiais cUe
uniusuredat any 

given tJme. The. Governor 'shealtli cÎli'è Utitative identifes suffent funds
to cover al Californianst/irough a variety o.fmechanisms. Jon Gruber, Ph.D., an MIT

ecoi.omistandlieaith care expert, !tas assisted 
the Administraton in estiatng individual and

employee belivior i,i tlte coverage modil outliiiedbelow based upon coverage foraH4.8
million u/.insured residents.

Coverage/or uninsured children (approximatel), 750,(jOO):
· All unnsured children below 300% oftlie federäl pover level (FPL), regardless of

residel1cy stats, wil beeligiblefór state'"subsidized coverage. 220,000 u.
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chidren below 100% ofthe FPL will enroll in Medi-Cal, while 250,000 unnsured
chldrn between lOl..;JOO%ofthe FPLwillènrol1intheHea1thy FamliesProgn. .

· 210,000 uninsuredchili:enwill enroll in employer-sponsored coverage and.an a.dditional

50)000 unisured children above 300% of the FPL will be CCveredby private insance
by theft parents or responsible adult. Parnts .of these chidrn will be responsible for
purchaing at leastthe minimum levelof coverge fortheirchÏldren.

Coveragefor unìnsuredadülts(approximately 4.1 Millon):
· 630,000 unured lega resident adults with iicomesbelow 100% oftheFPL wìll be

eligìble for and enrllinno.;cöst Medi-Cal. Ths population has little discretionar
income and purohasingMedí.;Cal is acóst-effective coverage option.

· Approximately, 1.2milion Ulured legal resideiltadults with incomesbetwee
100-250% oithe FPt wil be eligible foÏcoverage thug a state purhaîng pool
operated by the Maaged Risk Medical Jnsurce Board. Approximately i ii1Ion ar

exectedtoerll with the rellnig, 200,OOOoptI for employer-spo:rted covetage~
· Consistent with the principle ofshared respoilsibilty;. the individualfailycontribution

toward the premum willbe as follows:
100.;150%: 3% of gross income
151-200%: 4%ofgröss income
201-250%: 6% of gross income

· Approximately 1.1 Irílion uninsured legaLresidentadultsabóve 250% of the FPL wil
not receive a subsidy andwil be require to purhasea.ndmaitan coverage under the
îndividual mandae.. .Ofths.amoiit,370,OOOarexp~tedto opt foreiployer-sponsred
coverge and 730)000 are expected to purcha individua coverage. .

· Thre are approximtely 1 millonuned persons without a "gren card" (primarly
undocumente persons and persons withtemotar visas). Of ths ano1l

approxiately 40)000 areexpecte&to opt for empioyer~sponsored coverage and 160,000

are expected to purhase individua coverage. The reiaing.750,OOO under 2~O% ofthe
FPL are expected to receive heath coverage provided,. coordited or ared by county
goverent in coordnation, wherèapplìeable, with county and UniversityofGalórna
hospitals; Counties would. retan $1. billion in cutentfudmg (primarly for outpatent
services) and county and UGhospitas wilLretain$l billon in federal Disproportonate
Share Hospital (DSH) funds and in addition,. some"safetynet"fuds för prarly
inpatientservices. The state will also coniinue to finemergency ived~Cal which
provides certin vital servces sucb.aspreiatal car and matertyfor thspop'Ulation.

Payment assistance will be available ßirlow..incomein$ured adi.lts: In order to mamtaiiiequity
for low-income persons who ar aleady contrbuting towards the cost of their care) perns with
îndividual or employer~spnsoredcoveragewho arbetween 100-250% 

of the pover level wi
be eligile for state finacial assistance though the purchasing pool. Approximately 700tOOO
personsaree:pected to utilize th option. Persons with employer sporioredcoverage ar
eligible for state financial assistace though thepurhasingpool for theemplòyee share of the
premum only if the employer contrbutes to the cost of covege for thoseeinployees.

Anti crowd-out provisions are mcluded to provide adìsincentiveto employers and emloyees
frm drppmg curent coverage. Theseircludethe4%enPloyer "inlieu'; Îeefòrnon,offerig
. employers with 10 or more employees, purhasing pool premum contrbution levels which .are
slight1ý higher tlemployee-onlypremuI1 contrbution levels, 

and a proposed provision that
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wil be added to the Labor Code makgít an unfait busÌless practice for an employer to
differentiate the employer premium contrbution by class of employee i except pursuat to a
co llective bargaining agreement.

In ordettoeslìsh a more organzed system of state-subsidized coverage that simplifies th

eligibilty system and maintains family U1työf CQverage, a "bright line" wil be established
between the Medi-Cal program and other subsidized Pt9grams(except for pregnant women).
This would affect 680,000 chìldren and 215,000 adult Medi-Cal enrllees above 100% of the
FPL who, would switch coverage to either the Healthy Familes Program orthepurchasingpool.

Soiirce: Governor Sc¡'warzenegger s health care Leam.

Califörnia'sJiamily Health IiiurancePrograms

tJNSUBSIOIZEPlWll'ÆCOVEAE THROUGH INOIVOUAL. M~M'Æ .

Figure 2 : Proposed. state covera.geprogrims.

Everyone must maintai a minimum leel of insurance:
· AllCalifomians wilLbe required to have health Ìlsuracecoverage. Coverage niustbe

substantial enough to protect familesag8nstcatastrphIc costs as well as mize the
"cost shift"tht OCcurs when largenuinherofpersons are 

receiving car without payig
the fuU.costofthat care.

· TIiemiliirnum health ÌllStillCebenefit thatmustbemaitainedwil be 
a $5.000

deductible plan with maximum out..of-pocket limits of$7,SOOper peron and $10,000 per
family. Fol' the majority of uninsued individuals.. such coverge can be purchased today
for $TOO or less per month for an individual and $200 or les for two persons. Uniure
persons at any income level can purchaSe tleir own health cQverage thatmeetsthe above
requirement or. ifinconie eligible,inayobtancoverge with R.state'sl.bsidy.

· Coverage though the new purchasing pool willfulñ1an individual's obligation to obtai
health coverage. TIie subsidized coverge though the purchasing pool is expected to be
at theJevel of Knox-Keene medical benefits plus presciiption dngs. Deductibles and/or
co-paymeits that encourage the use of preventive benefits and discourage unecssa
use of emergeiicy rooms wil also be apar oftlebenefitpackage. . Tbedesígi of the

subsidized benefit package will be the resportibilty öÎMR. AIthoughdentaland
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vision benefits wil not be included in the" sïibsidized benefitstthe pool will alsöoffr
non-subsidized products So thatniembers canpurchaseriëher benefits attheIr own
expense. Persons between 100-250% FPLwilihave the.optiontopurchase;ths

subsidized covergetbrough the pool.
· Medi-Caland Healthy Fà.miles Program benefits are expected to l'êi:aithe Sate.

· Persons not eligible for a subsidy ,can purchase coverage that.meets the innímum
requirements in the private indivìdual market. They can älsoaccess theinandated
minimum $5,000 deductible product in the purhasing pool. IiidIvidUaswil also be
able to tae advantage of thefedeta pre..tax premium deductioiisìn either place if
eligible.

Under sharedresponsibilityifinanci1igfor exanded publicprograms, the subsidized healt
plan,. increased Medi-Cal rats¡ and programs topromoteprlNentÎon, health andwellnes$ will

be achieved through thelollowingstructure:

· Employers with 10 or moreeniployees whochoose.notto.offerhealtheoverage wil
contrbute an amount equaho 4% of payroll toward thecostofefuployees' heålth
coverage.

· The: plan wil dirct $10-$lSbillion to hospitals and doctors, who wilUhenretur a
portion of ths coverage dividend associated with universal coverage; hospitas will
contrbute 4%.of grss. revenues and physicians wilcontrbutë2%.ofgross revenues.

· The redirection of $2 billion in medically indJgent care funding, which includes health
cai-esafety net, realignen, and other fuding soures..

· Additiomû. federal reimbursements for Heà1tlyFanlies Program expanion, Medi-Cal
rate increases, Medi;'Calcoverage of parents as well as single ádultstbugh. a Medi-Cal
Section 1115 Waiver.

The proceedsftom these.revenue sourceswiU be deposited into a newly established Health Care
Serices Fund. These fuds wil be segregated from the state general fud and wiUbe the sö1ice

for payment for health car covergeUIder the initiative.

Under the proposal, counties,COWlty and Uníversity of Californa hospitals. wil retai $2biUion
in curent fudigfortheunìnsured, The State. wil contiue to fundeiergenèyMedi-Cal,
which provides certn vital services, .including emergency car, prenatal care and mateity
services forthis population.

C. AFFORDABILITY AND COST CONTAINMENT

Cost and coverage must be addrëssedtogetlier: witltou! short-aiidJong-term cost containment
measures, the CUrrent system of health care dtHivery is not sustauible for employers and

employees. With health care costs risingfaster than general i1ifltzíon,eveli.mote emplóyel's
and employeeswül discoiiünuecoverage and relíaceon sìaeJiealth care programs wil

increase. if health care affordabílity is not addressed. Cost.conta1Ïtent becomes even more
important witli an útdividualmandate so individuals ca,iaffordtopurc/iaseand maiitain
. comprehensive benefits.
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ReduciÎon Dfthe . "Hidde Tax:" .
· When more Calfornans: have coverage,provider wil not ne. to contiue loadirtgtheir

insurance charges with extr fuds to make up for the cost of cag for thosewitlout
coverage.

· Increased Medi;.Cal reimbursement will furteneduce the need pfprovidersto shift
uncompensated Med-Cal cost to other p~iyer. .

· Employer.swill fialy see an end to the anual premiuncost",spikes they are curntly
exeriencing: Providing heath coverge to their employe wil bemoteafordable.

Enhanced tax brea jor individual and employers foJ' the purchase of insurance:
· Algn . state tax laws with federa1laws by2lowig perons to. make pre-tax contrbutions

to individual health cae insuce Health Savins . Accounts,
· Requie employer to establishi'Section 125" plas SO thateniployee can make tax-

sheltered contrbutions to healthinsurancC' an save eIIployersadditionalFICA
contnbutions. .

Enhance insurer and, hospital effèìenc:
· Requie health plans 

(HMOs). inurers and hospitals to spend 85% ofeverdollariÏl
premium and healtlispending on patient care.

· Revise the amoun.t an inurer must l'aya hospital wheii inured persons need treatmént
outside oftheir network somsurets wil not nee "defensive contrcting" to protect
against high daly rates fromout--f.network provider~ '

Reduce regulltory harmrs to moreeffcient health care deliver:
· Inpleienta new federal classification sYEltemfor hospital consction and establish a

newstctupttfonnancecategory to adopt. a "worst first"system ofhospital

conformity. to Californa's seisrnc safety l'equiernents.

· hnplement a u24.HourCoverge"pi"ogram thatcomöìnesandcoordiates the 
health care

component of workers' compensationwitJi.traditioiialgroup health coverage. The
proposed five-year pilot program forCal-PERS (state'andloeal agency employees) will
ensure that health care services are deHveredby the same setofptoviders used in the Cal-
PERmanaged careIO progr for work and non-work..related health care. The
pnvate sector wil bea1lowed tooptinto the pilot

· Removestatitory and reguatory barer toexpanÌon oflower-costmodels of heath
cae delivery such asretail.based medical cliiùcsbymakg. scope ofpratice changes. for
"physician extenders" such as nurse pratitioners and physciar assistats.

Reduce cost for delivering HMO product to eltiployers and individuals:
· Revìewhealthplan benefit, provider, andprocèdurl mandates in order to reuce the

cost ofheath care.
· Allow electrnic submission of documents between inurers and their enollees.
· Elimnate unecessar health planreportiiig requiements, such as the report on late

grevances, antifraud, aiidaritrationTeportsi wmchare confsing andresiûtfu
incomplete and/or not usefulinormation.

· Streamline health insurance product approvaL.

· Develop a techologyassessmentprocess thatwilpromöte evidence-based care.
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Prgveiition, healthproniotiolt,aid welmess represent criticatltmg-termcost containment
strategies, as described aÓove. Other ke components for achieving long-term affordabüity

me/tide:

HealthlnformatnTechnology(Hll): Health IiifonnationTechnolögy offer great ptomiseas
one mean toachevemorë afordable, safe, and accessible health care for Californan while
inide an Qutsideofthe state. GovemorSchwarzenegger proposes the followirgactionsteps to

advance.the adoptionofffT thoughout Calforna:
· Provìdirgstateleadershipandcordiaton bYat0inting a Deputy Secreta ofllIT to

lead and coordjnatethe stäte's.HIT-relatedeffort to achieve 100% electronic health data
exchangeir the next 10 years.

· ImprovIgpatient safety though universal e-prescrbing by 201 O.

· Acceleratig HI by leveragig state purchaSmg,.i.cludig support for uniform
irtetperábilty standas and HI adoption, such ~e~prescribing,

· Supporg consumer empowemënt though use ofståndardizedPersnal Heath

ReCords (pHR)in theshoÍ"er':term with the public andpnvatesectorsthat: ate
acessible via the intemetandsmarcads,areportablebeeen health plans, an provide
consumérs withaceešs to:thecoresetof data in their PHRfortheiruse and the use of
their providers. .

· Arthe county level, a pilotofan Electronic Medcal Record system will be implemente
utiliirgrequirenents. under the Menti Hëatb SetvcesAct, creatig a.integrated
network of care for mentàl health clients. ..

· Faciltating tbeuse of inovatve financÎIgmechasms, guidêdby a State HI Financing
Advisory Committee, to enure the development ofpub1ic/private parerships and to .
meet capital need for important HIT-related projects..

· Expandig broadband capabilties to facÎlItatethe use of tele:.medicÚ1eandtele':heå!th,
paricularlyir underseredarasthoughoutthe state and sfulatig the adoption of
e-health technologies thoughOl.t the state though e-!gagementof ealytele-health
adopters,ooinuntiesin which they sere, tecólogyfirms,. and. community

stakeholder.

L(tel'agestatepurchasingpow~,. through Medi..Cal:
· Incrase Medi;.Cal physician, hospitaloutpatient and inpatient, and heath plan rates to

promote astable and sizeable provider network andasstue col1tiuedtiely access to
health care for Medi-Calbeneficianes and the broader populatiQn~

· Link futue Mèd-Calproviderardplan.rate incres to specifiC perormce
imrovementsmeasures, including meaurig and re.ornng quaütyìnformaton,
imrovements in health care effciency and safety, andhealthinornatiOh teclmology
adoption.

· Pursue a Federal Medicaid 1115 waIvetfo maxefederal fiancing and support
innovatónsmthe ficing and deliver of serces though Med-Cal. Such
inovations can include the use of ircentivesand rewards for healthy behaviors, new
strtegies for diabetes prevention and management, adoption Qfhealthinonnation
teclmology, and strtegies to rebalance the state's current system oflong tenn care
services in support of home and. communty,;based services.
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Enluice health cae quality and efficiency:
· Provide a orie-stoprßSurce forinonnation on heath plan perfonnancethough the

Offce of the Patent Advocate website (www.opa.ca.gov) to iIletiethe transparency of

qualiiyof care and acces to other infomiation to helpinonn consmers.
· Expand ard strengthen the abiltyófthe Offce òf Statewide Heath Plag and

Development to collect, integrate, and distbute damon health outeomes~ costs~

utization. and pricing fbruseby providers, purchasers, and consUIer so that additional
health cae dat is available to inorm anddrvededsion..makg.

· Parer with privatëand'publie setor purcbaserto promote the meaurement and
reporting of provider performce and theaggregafion of data for aiialty improvement,
pay for performance, and cofisul1erchoice.

We have a soci4economic,andltora imperatve toji'California 'sbrokihliihcare

system and improve health Lare for alL Health carereliJrm is essen/wlto a healty,
productve, and eC01ioniicaJy competitve Calfornia ThefoUhdttllofthtGtiernor'splan

UJ' expand JieaJtli/Joverage altdcontaincos't isa sharedrespoltsibilJ. 'ustas societ asa

whølëshares in theJHmefts ofunlversal coyerage and he.althcateaffot'dabili so töois there

a shared responsibilit to secure univetsalcoverage and CiJíitaii1ta1i cfl costs. Over tli

coul'seofthenexyear, the Governor and: his'Adlinistr4iÎon wlll-work collaboratvelywith
the Legislature, empwyers, heathcareiftsureN', iindprovilers,. andiill Califomians. tøcreate

llltatwnal model for health car

Source: Govenor Schenr's healr/i care team

State FisealltnactSumii
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Figure 3: Fiscal impaoT of Governor's proposal.

10



AttachmentS

COMPARISON OF HEALTH CARE REFORM PROPOSALS

$ee#11 regarding
Undoes

2. HöW' people al' Employment~ba$ed
covered coverage, a partially

subsidized purchasing
pool, individual
()verage,èXanded
eligibilty fOr Me~:¡¡-Cal

and Healthy Families,

3. Minimum covered Knc)(~Keene,marialed
benefits benefits and prescription

drugs¡ with maxmum
deductible of$5,000.

4. Employers Emplciyerswilh100r
more employees who
choose notto offer
health coverage for
employeesandtheir
dependents wiIpay4%
of payroll to purchasing
pool.

Cost-shift reduced and
costs contained.

Errpioyercsponsored
coverage:
. 100-150% FPL-

3% of gross income
. 151-200% FPl-

4% of gross income
. 201:-2500Æi FPl-

6% of gross income
. 250% FPl ? no

subsidy and
required tQ

purchase &
maintain coverage.

lndividual and.émployee
mandates;

5. Individuals

Indivduals must sèCure
and maintain a minimum

AnCalifomiänswithil1. Syears,
with first priority noverage for
alf children by 2Ö08.

Expands coverage to reach
unemployed singleadtilts
within.S years.

Employmeiït,basedêoverage,
a partally subsidized.
porchasiiigpool, indiVdual

coverage; expandedeligíbílty
for Medi,CålandHealthy
Familes programs.

To be determined by MRMIB;

Empfoyersmust offer
covørage for employees and
their dependents or pay a fee
based upon a "fi:irshare"
percentSgeôfpayroll.

Businesses with 2 or feWer
ernpfoyeessnd It;ss than
$10Q,OOOin payroll would be
exempt.

No individual mandaie-. but
employees WOl.ldbereqùired

to accept coverage when
offered by employer. provided
it does iiot.eXOEeda

1

All worln'g Californians arid
their dependents.

Employet-providedcoverage.
a partally subsidized
purchasing pool. the "Health
Insurance. Connector,.
individual coverage,
expanded eligibìltyfor Medi-
Cal and Healthy Familes.

Several.options (With varying

out..f~POcklit cosl$) to be
determined by MRMIB.

Air employers Would be
required tospendayeHo~be-
(Jeterinedpercntage of
social security of wages on

Malth êoverägeor contribute
anequaJamounttoa health
insurance trustfurid.

All Working Câlifomianswöuld
be required. to contribute tö
coverage;. Employee fees
would be withheld and paid tó
EDD,



6. Health plans and
insurers

1. Hospitals

8. Physicians

. 
level of health coverage.

For low,incomepeopfe.
options include

enrollment in pUblic
programs or subsidized
priate coverage
through the purchasing
pool.

Tax break (pre-tax
doUars) withhcldingwith
EDD to promote
compliance,

Requirês Sèction 125
plan by employers;

Must guarantee access
to coverage in individual
market (guaranteed
issuearidage-ádjusted
rating).

Must.spend850/of
premiums on patient
care.

Mustmake ~Healthy
Actions" benefits

available to promote
healthy behaviors.

Increase in Medi"Cal
inpatient payments to
1l:0 percnt of Medicare
rates and Medi~Cal
outøalient rates toaD
percent of Medicare
outpatient ratès, with
some of the iocrea$e
paid fòr by current
safety~netfundíng.

Substantial reducton in
unêOmpensatëdahd
under-compensated
care.

Hospitals are required to.
pay 4% ofrevenuèsto
help fund hearth

coverage subsidies.

See also .Cost
containment and
affordabilty" below.

Significant inc:easein
Medi"Calpayments~

Physiciansare required
to a2% of atienl

"reasonable percentage" òf
thir income.

Self-employed would obtain
accss through a stie pogl or
a reformed individoal market.

Tax break (pre-taxdolfars) for
employees,

Requirés Secon .125 .plan by
employers.

Guaranteed issué. and
communit rating. in indiVidual
markets.

ExpanSionofcoiiërage should

decrease uncompensate
care ardinappropriate
emergency department use;

See ~Cost containment and
affordabilllY..below.

2

LoW-income people could Use.
public: programs or partially
subsidizedpnvate coverage.

Employees Would be required
to show proof of coverage for
claiming certàintaes.

Standardizes rating practices;

Plans contrcting withthe
Health IrisuranceConnecor
would be required to cap
admiriistratiiieexpenses and
impiement eVidencebased
practces.

Guaranteed Issue. to
indÎvldualsthrough the Health
Insurance. Connector.

Expansion ofëoverageshould
decrease uncompensated

care and inappropriate.
emergency departent use.

See .Cost containment ard
affordabilty" belöw.



9~ Cost coittainmanl

and affordabllty

10. Public programs
(state/federal)

11. Health care

safety netand
"county indigents"

i'evenuesto. he/pfund
health coverage;

Promotes fiess and
healthy lifestyles. places
caps on plans'
administrative costs,

eliminates cost~shífng,
places capson
hospitals'administrative
costs, simplifies benefit
p/ahSto permit
companson shopping,
reducesrnedicalerrors,
develops health
information technology,
rewards good healthy
behaviors, recnsiders
state mandates,
reduces regulatory
barriers to effcient
health care delivery.

Medi-Calratesto be
~signifcarry inëreased;"

Medi~Caland Hea.lthy
FamileS: ElXpanded to

cover up to 300 percnt
ofFPL.

Medi~Calexpaoded to
cover poor adults.

Needs Secion 1115

waiver.

State becomes
responsible for all
Califomiansëxcept
undocumented adults.

Sti:te ækes. most of the
safety-net pool funds
and half of county
match, redirecting it to
Medi-Cal.

$2 bilion is left with
cotlnties and safety-net
providers.

Ensure coverage of
preventative care and disease
management, speeds
progress toward universal
adoption of electronic health
records, and promotes health
lifestyles, reduce coSHihiftìg.

Healthy Familesi:nd Medi-

Cal wOiJld be expanded to
cover children and their
parents up to 300 percnt of
FPL.

Needs federal support and
funding,

County ìndigent programs

bel1El a stte responsibilty

wlthìn5.years contiiigenton a
Medi-Calwalver;

1 neludes preventative care,
case mani;gel1ent for chronic.
diseases, caps on
administrative costs of health
plans, standardized öilfng
practices, reduction of
medical errors, patienteost-
sharing,. reauirernentsto
adopt eVidence-based
practices, promotiönòf
healthy lifestyles and "rational
use~ of new technology,
reducton in costshíftng,

Subjec to future appropriation.
Offurids, Healthy Faniìlesai):
Medi~Cai.Woü/d..beexpanded
to cover children and their
pqrerïts. up to 300percent of
FPLandforadoltsup 10250

percent.

New federal funds neédéd.

Not addressed.

Sources: SB48 (Perata) , as introduced. Descrptive materials issued by Speaker Núnez, President Pro TemPer&ta,
and by Govemor Schwarzenegger.

Note: Thisside-by-sidé is for broad comparison purposes, The propoals are complex; detaile(j andcomprehensìve
- this forrnat cannot fully reflect all oftheirsignifieantde1ails andimplications~
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ATTACHMENTC

CALIFORNIA ASSOCIATION OF PUBLIC HOSPITALS AND HEALTH SYSTEMS
Confidential

Fiancing of Governor's Health . Refonn Proposal.. Elements of Anaysis

Relationship to Medi-Cal Financng Waiver

The Governor's proposal maes signficant changes to thefudi steams 
and processes estalished in

SBllOO and the Special Term & UondîtioIlS (STCs)of CA's .1115 waiver. Statestaffhaveindicatedthat .

the plan wil require an 1115 Waiver in order to expand Med:"Cal to adults undet 100%0£ FPL) and that.
it is likely tht CMS would have thatrolledup iíto a revised version ofthecurent waiver. 'The followig
are the key changes to the Waiver fudigthatthe.Governor'splan proposes (f.or additiona information,
see atthed cha): .

1. Medi-Cal Inpatient Fee-Por-Servce Pavients:
a. 23 Designated Public Hospitas: State Gener Fund 

of $599 milion for rate increass.
This State General Fund wiUç:naple the hospitals to;achieve moretlan,the curent50%
reilburement of Medi-Cal oosts. The methodtôr allocati ths State General Fund
among the hospitals has notbeeclsclosed.

b. Al Other Contracti Hospitals: Rates will be increased.to 80% of Medicare, indicatig
no need forCMAC negotiated ra~es.

2. DSH Payments:

a. 23 Designated Public Hospitas: The $1.024 bilon will be available to be drawn down
using a combintion of IGT & epE. This money is maiy futended tö help covet the cost
of servces toundocumentedirgrantsand any other remaig unured. Themethod
for allocati these dollars has notbeenclsclosed. .

'b. Pnvate DSH Hospitals: TheDSR.ReplacementFund willno . longer exist. Accordig to
the:Stat, Jhey believe the lict~e in Medf.CaI rates to these hospitaISwillprovide
suffciantreimbursementsothat th DSH-Repl,acemep.t.Pund is no Iong;eriieeded.

3. Safety Net Care Poò1: ¡he Govemr's Plan calls for usIIgmostofthe SNCP ($542mìllonofthe
$766miHion)to help fund tl~esubsidied coverage; for adults between IOO%and250% FPL The
remaini SNCP dollars ($242 milion) wil be available forthe 23 designated public hospitals to
drw do'W using Cl1E. .. . .

4. Private & Non-Designated Public Hospital Supplémental Funs: . TheSe fuds will no longer exist
for the same reason giVen iii #2b. .

5. Prohibition on Provider Taxes: The STCs specifcay prohibit the State from. imposing any
provider taxes/fees that win beusëd as the iion-fedetal share for Medicad payments. TheStae has
inclcaed that they plan to renegotiate ths so that the new hospitalard physicia coverage
dividend fees wil be an acceptable saurçe.ofnon-Jederalshare.
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New & RetainedFimding, Diverted & LostFunding,and Unknown Financing Impacts to Public
Hospitals and Counties

The Governor's Proposal COiitaS several . elements thtprovide for fuding increases to public hospitals
as well as elements that resltin loss of dollar. CAPH is Wo'rking on a niore complete 

anysis of these
items and their combined impact. This anysis will.reque additonalìnòrmation from both the
member and the State; those items are indicated in boid.

New & Retaied Fuiding

1. Increased Medi.Cal Rates: $599 milion in State General Fui& We do notknow how these funds
wil be allocated or how thisamounfwil growin futue years.

2. Increaed Medi-Cal dueto.expanded.eIigibilty: How many oftben.ewly MediMCaleligible
(adults under 100% FPL)wil be seenIn the publichospitals?

3. Retention.ofDSH fuds:.Publichospîtalsretain $l;024inDSH fuds. We do nofnow how. these
funds win be allocated. WiD there besuftientremaIningunsured cösts and ävaiäbleIGT .
to drawdowntbefuUa:tiiount offtuids?

4. Retention of a porton oftheSNCP: Publichospitas retan$242nillon.Wiltherebe suffcient

remainin uninsured costs to draw down the rullamount of funds? If most of thercmaining
uninsured areundociimentedimmigrants, wil CMSsti onlyrêquu'e thaUhey hospital
reduce ëosts eligible for theSNCP by the 17.79%reductIon?

. 5. Iìiurancepayments for'previously un:aur individuas. . Wbatwm. rates'fromthe l1ewpla
be? What servces will be~o"ered?

Diverted & Lost Ftiding

1. Diversion of $1 billon in .county reaIigrentto fudsubsidi coverage for adûlts. Howwil
the State determine which county realignment dollar. are. diverted andwhich remain? How
many of these diverted dollars are currentlyftmding theprovisiôn of health careinpubüc
hospital? What else was funded through these dollars. thatwillno longet.havesUfcientfuding? .

2. Diversion of$542 miion ofSNCP tofud subsidi coverae for adults; How wiD the State ..
propose to drawn down. these ruIlds? Is the 'CoverageInitiatieeIiinnated?

3. ProviderCovergeDividend: Hospitas wilbereui to pay4% of "gross reveÌtues"tothê .'
stae. to help fud ths proposal. Whäi is the dëfiîtionof"gross revenues?" .

Unkown Impact 

L New requirenient.ththospitasmusispend85% of "health spend1g" on patientcae.Whiitis the
defmiton of "health spending?" What is the enforcement mechanism? Are there any.public
hospitals that do not tlink that they can meet thirequiêment?

2. Possible impact. on curent coinercialplan rates. WitbthÏ$ proposal focused onredl.cing the

"bidden tax" , wil plan be able to successfull argueforrediiced paymentst() pl'cividers? .
3. U~su cost atpublic hospitas should. decrease due to newInurce .coverage..., What , .

porton of the current u:nsuredcöstswil be eliinated duêtonew insurance coverage?

4. Remainiguiuredother uncompensated costs. How much uncompensatedcostwi remain

due to high~deductibiês and other olItMóf~pocketexpeii$ëS thatnewIYinsuredJow-bicome
individuals cannot pay? . What are theuninsured.costs. associafedwitb undocumented
immigrats andothel'remainil1guniiurediicJviduaIs?How wi 

these costs and the
remainfug iinfund.edMedi~Cai costsbefinanted?


